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SUSAN BITTER SMITH 

IN THE MATTER OF THE APPLICATION OF 
AJO IMPROVEMENT COMPANY FOR AN 
ADJUSTMENT IN ITS PURCHASED POWER 
AND FUEL ADJUSTMENT CLAUSE RATE 
(“PPFAC”) 

APPLICATION 

Ajo Improvement Company (“AIC”) files its application with supporting spreadsheets to 

increase its Purchased Power and Fuel Adjustment Clause (“PPFAC”) rate from $0.0 1000 per 

kilowatt hour (“kWh”) to $0.03250 per kWh. AIC requests that the Arizona Corporation 

Commission authorize and approve an adjustment to AIC’s PPFAC rate starting February 1,2014, 

to $0.03250 per kWh in order to prevent a rapidly increasing under-collection of its PPFAC bank 

3alance, and to gradually reduce the current under-collected balance. In support of its Application, 

41C states the following: 

1. AIC is an Arizona public service corporation certificated by the Commission to 

provide electric, water and wastewater service to customers in Pima County, Arizona. AIC serves 

2pproximately 1,040 electric customers. 

2. The Commission approved the latest adjustment to AIC’s PPFAC rate in Decision 

Yo. 73079 (April 5,2012). There, the Commission approved a PPFAC rate of $0.01000 per kilo- 

watt hours (“kWhs”) to address an over-collected bank balances. At that time, it was anticipated 

:hat the then-existing over-collected bank balance would be eliminated by July 2013, with an 

mticipated under-collected balance of only approximately $20,244 by the end of 20 1 3.’ 

3. Based on the actual kWh sales and unit cost of purchase power for the first six 

nonths of 2013, it appears that the under-collected balance will be significantly larger than 

Decision No. 73079 at Finding of Fact 8. 



anticipated. AIC projects that the under-collected balance will grow to approximately $97,026 by 

December 2013. Consumption in AIC’s service territory was higher than anticipated since the 

Commission issued Decision No. 73079 (average residential use was then determined to be at 

approximately 416 kWh) - and the unit cost for purchase power has been higher than anticipated 

since April 2012. In fact, the unit cost for purchase power averaged approximately $0.054721 per 

kWh for 2012, but is expected to average $0.06244 per kWh for 2013. 

4. AIC proposes to increase the PPFAC rate to $0.03250 per kWh from its current 

rate of $0.01000 per kWh. Because AIC anticipates purchase power prices to be higher but 

remain relatively stable for the Company, AIC believes this PPFAC rate, together with the base 

purchase power rate, will allow AIC to gradually reduce its under-collected balance while also 

accurately reflecting AIC’s purchase power costs for the foreseeable future. According to the 

Energy Information Administration (“EIA”) short-term energy outlook forecast for September 

2013, the Henry Hub spot price for natural gas will range from an average of $3.71 to $4.00 per 

million British thermal units (“MMBtu”) between 2013 and 2014 - up from approximately $2.75 

per MMBtu in 2012.2 This is an appropriate barometer since AIC’s purchased power is largely 

derived from natural gas resources and was cited in Decision No. 73079. 

6. Attached as Exhibit A, and incorporated herein by reference, are schedules 

detailing the PPFAC bank balance levels and detailing how increasing the PPFAC rate to 

$0.03250 per kWh will prevent the under-collected balance from rapidly increasing. Based on its 

current estimate of power costs, AIC anticipates that a PPFAC rate of $0.03250 per kWh should 

eliminate the under-collection in the first part of 2016, assuming the reduced PPFAC rate takes 

effect starting February 2014. Absent an adjustment to the PPFAC Rate, AIC forecasts its under- 

collected PPFAC bank balance to equal approximately $283,170 by the end of 2014. 

7. Based on current average residential use of approximately 525 kWh, the residential 

c~s tomer~s  bill would reflect an increase of approximately $1 1.8 1 per month (starting in February, 

2See EIA Short-Term Energy Outlook at http://w.eia.gov/forecasts/steo/report/natgas.cfm (last 
checked October 14,2013). 
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2014) if the Commission approves increasing the PPFAC rate to $0.03250 per kWh versus having 

the PPFAC rate remain at $0.01000 per kWh. 

8. AIC requests that the Commission approve its proposed adjustment so that it can 

become effective in February 2014. 

4 RESPECTFULLY SUBMITTED this \# day of October, 201 3. 

SHKA DEWULF & PATTEN, PLC r ne Arizona Center 
400 East Van Buren, Suite 800 
Phoenix, Arizona 85004 
(602) 256-6100 

Attorney for Ajo Improvement Company 

Original and 13 copies filed 
this day of October, 20 13, with: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 West Washington Street 
Phoenix, Arizona 85007 

Copies of the foregoing hand-deliver/mailed 
this =day of October 20 13 to: 

Lyn A. Farmer, Esq. 
Chief Administrative Law Judge 
Hearing Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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Janice M. Alward, Esq. 
Chief Counsel, Legal DI dIC on 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steve Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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